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1973 
Financial 
Operating Revenues $698,050,000 
Operating Expenses 651,657,000 
Net Income 6,123,000 
Invested Capital at Year-End 744,517,000 
Return on Investment 5.8% 
Operations 
Revenue Passenger Miles* (000) 9,600,971 


Passenger Load Factor* 67% 
Yield per Revenue 


Passenger Mile* 5.93¢ 
Total Available Ton Miles (000) 2,599,175 
Operating Expense 

per Available Ton Mile 25.07¢ 
Personnel at Year-End 20,567 


*Scheduled Services only 


$583,262 ,000 
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687,713,000 
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Glossary of Terms 


All-Up Weight Load 
Factor 
(%) the ratio: 


Revenue 
Ton Miles 
Available 
Ton Miles 


x 100 


Available Seat Miles 
Total seats available for 
revenue passengers, 
multiplied by the number 
of miles those seats are 
flown. A measure of 
passenger capacity. 


Available Ton Miles 
Number of tons available 
for the carriage of pas- 
sengers, cargo and mail, 
multiplied by the number 
of miles this capacity is 
flown. A measure of 
overall capacity. 


Express Ton Miles 
Freight Ton Miles 

Mail Ton Miles 

Tons of the applicable 
commodity carried, 
multiplied by the miles 
they are flown. Measures 
of commodity traffic. 


Operating Margin 
Operating profitasa 
percentage of operating 
revenues. 


Passenger Load Factor 
(%) the ratio: 


Revenue 
Passenger Miles 
Available 

Seat Miles 


x 100 


Return on Investment 
Net income after income 
tax plus net interest 
expense expressed as a 
percentage of average 
investment. Investment 
is the sum of long-term 
debt and shareholders’ 
equity. 


Revenue Passenger 
Miles 

Total revenue passen- . 
gers carried multiplied 
by the number of miles 
they are flown. 

A measure of passenger 
traffic. 


Revenue Ton Miles 
Total tons of all revenue 
traffic carried multiplied 
by the miles they are 
flown. An overall 
measure of traffic. 


Yield 

Average revenue per 
revenue passenger mile 
or revenue ton mile. 
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Capital Expenditures ® Capital Expenditures 
and Depreciation ® Depreciation 
1964-1973 


To The Honorable 
The Minister of Transport 
Ottawa 


Sir, 
The Board of Directors of Air Canada is pleased to submit its annual report 
for1973. 

Net income was $6,123,000 for the year, $2,525,000 below 1972. Although the 
economy remained strong throughout 1973, cost escalation was severe, and 
with unit revenue yields dropping slightly, it was only through increased utilization 
of available resources that a deterioration in return on investment was avoided. 
Air Canada’s rate of return on investment was 5.8% compared to 5.7% in 1972. 
The average return for the United States trunk carriers and Pan American World 
Airways was 5.6%, virtually the same as in 1972. 


Revenue 

The corporation had total operating revenues of $698 million in 1973, an increase 
of 20% over the previous year. By contrast, operating revenue for the United 
States trunk carriers was up approximately 11%, including a 4.5% increase in 
the average passenger mile yield. 

Air Canada’s system yield per passenger mile declined from 5.99¢ in 1972 to 
5.93¢ in 1973. The return for domestic operations was down 5% from 1972 while 
the trans-border yield remained relatively unchanged at 7.4¢. As a result, 
despite a 27% growth in revenue passenger miles, total North American revenues 
improved only 22% over 1972. For Atlantic and Southern operations, a modest 
4% improvement in yield per passenger mile, coupled with a 12% traffic growth, 
resulted ina 16% increase in revenue on these routes. 

Total average passenger load factor reached 67%, two points above the 65% 
recorded in 1972 and 15 points higher than the U.S. trunk carriers’ average 
of 52%. Unlike 1972, the increase in load factors was not sufficient to offset yield 
deterioration and unit cost escalation, causing the operating margin to fall to 
6.6% of revenue from 7.8% last year. 


Expenses 

Operating expenses were $651.7 million, an increase of 21% over 1972. Some 
$46 million or 8% of the total resulted from escalation in the cost of goods and 
services purchased by the corporation. Nearly all of the remaining 13% was 
associated with increased activity of the airline as available ton miles rose by 17%. 

The average number of employees was up 10%. However, salaries, wages 
and benefits rose by $42 million or 18%, and accounted for 37% of the increase 
in operating expenses. 

Fuel costs rose by 32% to $79.3 million. Of this increase, 53% was due to price 
escalation, while the balance was the result of expanded flying. Passenger food 
expense increased 39% and almost half of this rise was attributable to inflationary 
pressures. Depreciation and obsolescence charges were up by $12.2 million 
or 19%, due to the introduction into service of eleven new aircraft, all owned, and 
the capitalization and concurrent depreciation of two leased L 1011s. 

Interest on long-term debt was 20% or $6.4 million greater in 1973. Over half 
of this was due to higher interest rates applicable to loans refinanced during the 
year with the balance arising from new long-term funding agreements. 


Financial Position 
The company’s total assets rose by $156.6 million or 18.7% to just under 
$1 billion. 
Over 95% of the growth was due to additions to property and equipment which 
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Return on Investment 
1964-1973 


Operating Expenses 


($000) % of Total 
Salaries, Wages and Benefits $272,800 41.9 
Depreciation and Obsolescence 76,182 tt 
Fuel and Oil 76,540 let 
Rent, Utilities and Communications 40,901 6 


Materials, Supplies and Services 35:26 


Sales Commissions 24,195 
Landing Fees and Terminal Assessments 20133 
Advertising and Promotion 13,902 
Other Operating Expenses 91,788 


Total Operating Expenses $651,657 


now total $826.7 million after deducting accumulated depreciation. The gross 
increase to capital assets was $230.2 million, including final payments on the 
eleven new aircraft; the capitalization of the two leased L 1011s and progress 
payments on four L 1011s, five Boeing 727s, two DC-9s and a fifth Boeing 747, 
all to be delivered in 1974. 

Concurrently, long-term debt and bank indebtedness rose by $50.9 million and 
$73.1 million respectively, resulting in Air Canada ending the year with a working 
capital deficit of $61.2 million. 

Shareholders’ equity at the end of the year amounted to $53.5 million. The 
debt/equity ratio remained unchanged at 93/7, compared to a ratio of 59/41 in 
1973 for the United States domestic trunk airlines and Pan American. 


Passengers — Canada 

Heavy traffic growth, compounded by rail and CP Air strikes, resulted in over- 
crowded facilities during the busy summer of 1973, making it difficult to maintain 
efficient operations. However, standards improved again after the summer rush, 
although traffic continued to outstrip projections through year-end. 

Air Canada carried 7.4 million passengers on scheduled domestic services, 
up 23.3% over 1972. 

Lockheed L 1011 service was inaugurated, introducing the comforts of wide- 
body air travel to the Canadian cities of Calgary, Edmonton, Winnipeg, Halifax and 
St. John’s. This 257-seat aircraft proved to be extremely popular with the trav- 
elling public, despite introductory problems common to all new equipment. 

Major schedule changes were made in the continuing effort to develop more 
frequent and direct services in response to traffic growth and public needs. 

In Eastern Canada, new flights, equipment and capacity highlighted 
the year. In February, DC-9 jets replaced Viscount turbo-props on the daily 
Fredericton-Toronto non-stop service and in April, the DC-9 was introduced for 
the first time to Yarmouth on a Saint John-Yarmouth-Boston routing. 

Other summer schedule improvements included three daily non-stop flights 
from Halifax to Toronto, one with large L 1011s, up from two the previous year; 
four non-stops a day from Montreal to Halifax, an increase of one, and five from 
Halifax to Montreal, up from three a year earlier. 

The winter schedule added a non-stop Moncton- Toronto flight using DC-9 
equipment, and flights to Saint John from Montreal were increased from three to 
four per day, including a second non-stop which operated in the evening. 

In Western Canada, winter non-stop service was inaugurated with DC-9s 
between Saskatoon and Toronto and with DC-8s between Calgary and Montreal. 
For the summer months, a Winnipeg to London, Ontario flight was introduced. 
DC-9s replaced all Viscounts on flights between Vancouver and Victoria. 

A new “‘Hub and Spoke”’ service was designed in Ontario in cooper- 
ation with the provincial government. Using Toronto as the hub, Air Canada 
now provides non-stop jet flights to Timmins, Sudbury, Sault Ste. Marie and North 
Bay, where convenient connections can be made with a third level carrier to 
communities throughout the northeastern part of the province. Integrated sched- 
ules now allow improved travel to and from Toronto for all these cities. In order 
to facilitate introduction of the new concept, Air Canada ceased local service 
between Timmins-Sudbury and Sudbury-North Bay in October and suspended 
operations at Earlton on December 14. 

Other improvements in central Canada included inauguration of a non-stop 
DC-9 flight between Montreal and Windsor and a Viscount operation between 
Ottawa and London, Ontario. The DC-9 was introduced to Val d’Or and Rouyn, 
and it replaced Viscount equipment between Ottawa-Quebec; Montreal-Sept Illes 

and Quebec-Sept Iles. 

Despite cost pressures, Air Canada was able to hold the line on domestic fares 
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throughout 1973, with only minor adjustments to conditions of travel for special 
market segment fares. The 30% discount short and long-haul “‘Explore Canada’’ 
rates, introduced in October 1972, proved successful in meeting their 

two-fold objective — to cater to and develop leisure travel within Canada and to 
encourage discretionary travellers to fly at times when traffic flows are light. 

This concept makes more space available for the businessman at peak travel 
periods and, because it balances traffic flows, helps the airline achieve more 
efficient use of its equipment and facilities. 

Improvements were made to the company’s popular domestic package 
vacations such as the Maritimes Explorer Tour, Beautiful British Columbia Bargain 
and the successful Skifari ski vacations to Western Canada. These programs 
are a cooperative effort among Air Canada, its ground partners and the federal 
and provincial governments and are winning encouraging public response. 

Efforts were made to simplify and speedup the time-consuming process of 
ticketing and boarding passengers. One-stop check-in, introduced earlier at 
Miami, Vancouver and London, was extended to Calgary, Toronto and Montreal. 
This system, in which the ticket is lifted, boarding pass issued, baggage checked 
and seat assigned all at one position, is a major advancement in airport pro- 
cessing, and in 1974 it will be further extended. The passenger convenience of 
curb-side baggage check-in was introduced for some flights at Terminal II 
in Toronto. 

After careful assessment of passenger preferences, food service on all flights 
was revamped to improve quality, expand variety and increase meal rotation. 
Passenger reaction to the quality and variety of food served under this system 
has been highly favorable. 

In July, a ‘new look” wardrobe for the company’s 2500 female flight attendants 
was introduced, representing a totally different concept of in-flight wearing 
apparel. The ensemble offers flexibility and interchangeability, and it will be kept 
fashionable in the years ahead through periodic replacement of individual 
components. 


Passengers — International 
Air Canada transported 2.3 million passengers to points outside of Canada, 
up 9.5% over 1972. 

For the second consecutive year, the company recorded one of the largest 
traffic increases of all IATA carriers on North Atlantic routes with a 12.7% growth 
rate. As the airline marked its 30th anniversary on the Atlantic, the appeal of the 
low excursion fares, coupled with the success of the company’s vacation tour 
programs, helped stimulate new traffic not only out of Canada, but also from 
Europe to North America. 

Commercial agreements were concluded with both Air France and Lufthansa 
German Airlines to improve coordination of services to France and Germany. 
Joint planning with these airlines will ensure more efficient use of capacity, result 
in better distribution of flights and avoid the waste of excessive competition. 

On routes to the Caribbean, scheduled traffic increased by 10.8%, due in part 
to the success of the company’s expanded ‘‘Sun Living” vacation program. 
However, fastest growth was in the “inclusive tour’ charter market where air 
transportation and ground arrangements are combined into one low-cost 
package. The company is actively involved in this highly competitive field, pro- 
viding flights for tour operators. 

Traffic on trans-border routes grew by 21.5%. 

During 1973, a new bilateral agreement was reached between Canada and 
the United States which gives Canada the right to operate 18 new trans-border 
routes. The Canadian government also issued a new statement of international 
route policy in November which gives Air Canada access to potentially lucrative 


destinations in South America, Asia, Africa and the Middle East. The airline is 
anxious to develop these rewarding new markets and to provide Canadians with 
the expanded international air service they require. 


Other Developments 

To assist the Canadian government in its program to develop a demonstration 
short take-off and landing (STOL) service between Ottawa and Montreal, the 
airline formed a subsidiary, Airtransit Canada Ltd. This company is helping 
establish the new service and will be responsible for day-to-day operations. 

Air Canada continued to expand its reputation for leadership in the field of 
computer technology. In May, it began providing a fully automated reservations 
service to Pacific Western Airlines by linking them with ReserVec II. Later in the 
year, a letter of intent was signed to sell a similar service to Eastern Provincial 
Airways. 

The company continues to explore areas within the aviation industry where 
interest is shown in computerized reservations. The aim is to make full productive 
and economic use of the airline’s sophisticated equipment and highly qualified 
personnel. 

In another step to provide passengers with the type of total service they require, 
company reservations computers were expanded to allow instant hotel and rent- 
a-car bookings. In addition to being available to the customer who contacts the 
airline directly, these services are also for travel agents who can book a flight, 
hotel and car ona commissionable basis, all with one telephone call. 

In cooperation with the federal government and with other airlines, security was 
further tightened at Canadian airports to ensure that all boarding passengers 
undergo a thorough examination of carry-on luggage and a personal magneto- 
meter inspection. 

CANAC CONSULTANTS LTD., the company operated in association with 
Canadian National Railways to sell transportation management and advisory 
services, commenced work on new projects in Canada, Latin America, Africa 
and Asia. These included an undertaking to develop domestic air service in 
Tanzania, assign Canadian pilots and maintenance personnel to operations 
and training functions there and to establish flight training and maintenance 
instruction programs for Tanzanians in Canada. CANAC also drew up emergency 
airlift procedures for Zambia and participated in the evaluation of transportation 
modes for the James Bay Development Project. 


Air Cargo 

Cargo capacity was increased by converting one combination cargo/passenger 
DC-8 to a full freighter, replacing the short DC-9 cargo liner with a long-body 
version, and by the inclusion of L 1011s and another 747 in the fleet. In addition 
to freight carried on passenger aircraft, cargo movements were accommodated 
on five DC-8 freighters, one mixed cargo/passenger DC-8 and the DC-9. 

The company faced a major capacity problem due to the national rail strike. 
During the shutdown a huge backlog was created, and the airline was flooded 
with cargo that normally would have travelled by rail just as the busy fall and 
pre-Christmas air freight season was getting underway. 

In an effort to cope, Air Canada chartered aircraft from other airlines, employed 
trucking services on short and medium length routes, used pallet capacity on 
other carriers when available and hired additional personnel. Despite these steps, 
a number of temporary embargos had to be applied when warehouses became 
overcrowded, but by mid-November the situation had returned to normal and all 
the traffic had been moved. 

On Atlantic routes, a balanced directional flow of traffic was attained for the 
first time. In previous years, westbound traffic predominated, resulting in uneco- 
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nomic eastbound operations. However, share of market declined somewhat, 
largely due to the entry of Alitalia and Lufthansa into Toronto. 

Air freight brings with it cumbersome paper handling processes. To overcome 
this, the airline introduced a computerized accounting and control system in 
Toronto and Montreal known as Cargo ACCESS which provides the ability to 
monitor the movement of shipments over all company routes. 


Fleet and Facilities 

Two DC-9-15s, two DC-9-32s, six Lockheed L 1011s and one Boeing 747 were 
added to the fleet during the year. A DC-8 was purchased from Air Jamaica to 
replace an aircraft lost by fire at Toronto in June. One of the DC-9-32s is a 
freighter aircraft acquired from Overseas National Airlines to increase cargo 
Capacity on routes to the Atlantic Provinces. 

At December 31, the fleet consisted of 107 aircraft: four 747s, six L 1011s, 

38 DC-8s, 51 DC-9s and eight Viscounts. In addition, two L 1011s were operated 
from May through October under a lease agreement which makes them available 
for that busy summer period yearly until 1987. 

Four L 1011s, two DC-9-32s and an additional 747 will be added by May 1974. 
Five Boeing 727-200s have been ordered for delivery in September and October. 
With an excellent reputation for reliability, this aircraft type is scheduled to be 
used on the Rapidair service between Toronto and Montreal. The last of the 
turbo-prop Viscounts will be retired in April, 1974. 

Capacity was further increased by a modification to the seating of DC-8 and 
DC-9 aircraft. First class accommodation was reduced to 12 from 16 in both types 
of equipment, allowing economy class seats to be increased to 83 from 78 in 
DC-9s, to 123 from 117 in standard DC-8s and to 186 from 182 in the long-body 
model. These changes were an adjustment to the higher demand experienced 
for economy travel in recent years. 

The company occupied the new passenger terminal at Toronto International 
Airport in April under a lease agreement with the Ministry of Transport. Commonly 
known as Terminal Il, the new facility was subject to adverse public reaction 
during its first months. However, through improvements in both facilities and 
systems, it is now operating more efficiently. With the new terminal, the serious 
problem of overcrowding at Terminal | was eliminated and the Toronto airport is 
now able to handle tremendous crowds at peak periods in an efficient manner. 

At Vancouver, a $1.2 million air cargo terminal was opened with 40,000 square 
feet of cargo space and another 4,000 square feet for offices. A combination 
freight and ramp equipment building was opened at Ottawa. This structure pro- 
vides 7,500 square feet for cargo, 4,000 square feet for equipment storage and 
another 1,750 square feet for offices. 

At maintenance headquarters in Dorval, construction began on a $4.2 million 
Computer and Systems Services building designed to house new computers 
which are being installed to handle corporate, maintenance and customer 
service requirements through the 1980s. 

This centre will be fully accessible to support the company’s continuing 
accounting activities in Winnipeg and allow employees there to make increasing 
use of on-line, real-time technology. The new equipment will require a significant 
upgrading in technology in that city. 


Personnel 
Employees at December 31 totalled 20,567, a 12.8% increase from the year 
before. 

Although the company has aircraft, facilities, computers and ground equipment 
second to none in the world, people are the airline’s enduring strength. Their 
unstinting efforts during the rush of the past year saved the travel plans of thou- 
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sands of passengers and made it possible to carry volumes far greater than 
current systems were designed to accommodate. 

Air Canada is proud of the skill and dedication its men and women bring to their 
jobs and of the time and effort they expend for the safety and convenience of the 
flying public. Without their cooperation and contribution, this country would not 
have an air transportation system that is the envy of the world and which, through 
the years, has helped build the highly advanced nation that is Canada today. 

The rapid changes taking place in aviation are challenging all Air Canada 
employees to work and manage more effectively. During the year, personnel 
throughout the company participated in studies to identify training and organiza- 
tion development requirements to provide people with opportunities to improve 
their skills. Programs are now underway to meet these identified needs. 

A number of labor contracts were signed during the year. These included 
agreements with the Canadian Airline Pilots’ Association, the Canadian Airline 
Flight Attendants’ Association, the International Association of Machinists and 
Aerospace Workers and the Canadian Airline Employees’ Association for clerical 
workers in Winnipeg. 

Significant changes were made in the organization and emphasis of programs 
designed to expand the use of Canada’s two official languages. Precise guide- 
lines for implementing the bilingualism program were developed and discussed 
with all branches and regions. Planning and development were strengthened 
and translation services were integrated into a joint Air Canada/CN Linguistic 
Services division which now provides translation resources and language training 
for both corporations. 


John R. Baldwin 

On December 15, John R. Baldwin retired as President of the corporation. During 

his five years with the airline, Mr. Baldwin had a major impact on its operations, 

helping it through the very difficult transition into the era of mass transportation. 

His loyalty and devotion will always be remembered by his fellow employees. 
Ralph T. Vaughan succeeded Mr. Baldwin as President. Mr. Vaughan’s asso- 

ciation with the airline dates back to 1962 when he was appointed Secretary. 

In recent years, he also served as Vice President and Assistant to the Chairman. 


Outlook 

For a number of years, concern has been expressed over the effects of inflation 
on the operations of the corporation. These trends accelerated substantially 

in 1973, and on the basis of projections for 1974, are creating a most serious 
situation for all airlines. 

In general, the aviation industry is at or near the end of a long period of rapid 
technological improvements which held unit costs in line and increased produc- 
tivity. The industry now is facing cost pressures on all fronts and relief will have 
to be sought in the areas of greater utilization of aircraft capacity and the introduc- 
tion of more efficient ground systems. 

Itis currently forecast that 14% of total 1974 expenses, or $129 million, will 
result entirely from escalation in the prices of acquired goods and services. The 
most difficult problem is that of fuel costs which in recent months have been 
rapidly rising. The price of fuel is expected to increase in 1974 over 1973 by more 
than 100% ona per barrel basis and in 1974 will represent approximately 20% 
of operating costs, compared with 12% in 1973. 

There are no immediate foreseen developments in technology to produce 
improvements to offset completely this escalation in costs. Certainly some of the 
impact will inevitably have to be borne by the consumer, but the company does 
not regard fare increases as the automatic solution and the objective will be to 
keep such increases to the strict minimum. 
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As more Canadians discover the convenience of modern air transportation, 
the airline’s contribution to the nation continues to grow. There are difficult 
problems to be dealt with in the months ahead, yet the company has a tremendous 
reserve of human talent and technical strength to employ in solving them. 
Air Canada will direct these resources toward the attainment of national objec- 
tives and the fulfillment of Canada’s role in the world community. 


For the Board of Directors, 


i ae 
/—, tH eo fhe - 
Yves Pratte ae 


Chairman of the Board 
March 30, 1974 


Statement of Income and Retained Earnings @) 
Year Ended December 31 
(Dollars Shown in Thousands) 


1973 1972 
Operating Revenues 
Passenger $568,939 $473,400 
Freight and express 69,137 59,599 
Mail 17,839 16,159 
Charter 25,742 22,185 
Incidental services — net 16,393 11,919 
Total Operating Revenues 698,050 583,262 
Operating Expenses 
Flying operations 151,673 121,648 
Maintenance 103,485 86,848 
Passenger service 82,875 65,980 
Aircraft and traffic servicing 109,875 89,824 
Sales and promotion 94,199 84,209 
General and administrative 33,368 25,2011 
Depreciation and obsolescence 76,182 64,010 
Total Operating Expenses 651,657 537110 
Operating Income 46,393 45,492 
Non-Operating Expenses (Income) 
Interest on long term debt 38,912 32,477 
Interest capitalized (3,602) (22712) 
Loss on disposal of assets 494 967 
Non-operating income — net (1,429) (2,456) 
Total Non-Operating Expenses 34,375 28,276 
Income Before Income Taxes 12,018 i 20.6 
Income Taxes — Deferred 5,895 8,568 
Net Income 6,123 8,648 
Retained Earnings 
Balance at beginning of year 42,599 34,151 
Dividend (200) (200) 


Balance at End of Year $ 48,522 $ 42,599 


Balance Sheet at December 31 @) 
(Dollars Shown in Thousands) 


Assets 


Current 
Cash and short-term investments 
Accounts receivable 
Spare parts, materials and supplies 
Prepaid expenses 
Deferred income taxes 


Total Current Assets 
Investment in Other Companies — at Cost 
Property and Equipment 


Deferred Charges — Less Amounts Amortized 


On behalf of the Board 
Yves Pratte 
N. J. MacMillan 


1973 


$ 4,155 
102,278 
36,359 
2,611 
10,288 
155,691 
7,815 
826,737 


5,650 


$995,893 


NST 


$ 45,900 
66,105 
25,683 

2,200 
10,157 
150,101 
8,627 
675,705 


4,818 


$839,251 


Liabilities 

Current 
Bank indebtedness 
Accounts payable and accrued liabilities 
Salaries and wages 
Unearned transportation revenue 
Interest and dividend payable 
Current portion of long term debt 

Total Current Liabilities 

Long Term Debt 

Deferred Income Taxes 

Shareholders’ Equity 

Share Capital 
Authorized 250,000 shares par value $100 each 
Issued and fully paid, 50,000 shares 


Retained Earnings 


Total Shareholders’ Equity 


1973 


$ 78,105 
75,873 
21,293 
27,280 

9,622 
4,675 
216,848 
690,995 


34,528 


5,000 
48,522 


53,522 
$995,893 


IS 


$ 4,989 
63,916 
22,859 
23,534 

aeu0 
528 


123,036 
640,114 


28,502 


5,000 
42,599 


47,599 
$839,251 
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Statement of Source and Application of Funds @) 
Year Ended December 31 
(Dollars Shown in Thousands) 


Source of Funds 


Net Income 

Items not affecting working capital 
Deferred income taxes 
Depreciation 
Amortization and other items 


Funds from operations 


Additions to long term debt 

Proceeds from disposal of property and equipment 
Proceeds from investments 

Total Source of Funds 


Application of Funds 

Property and equipment and progress payments 
Reductions to long term debt 

Deferred charges 

Dividend 

Investment in other company 


Total Application of Funds 


Increase (Decrease) in Working Capital 


1973 97 

$ 6123 $ 8648 
6,026 8.331 
71,809 61,636 
1,922 814 
85,880 79,429 
58,314 8.512 
6,316 1,491 
814 754 
151,324 90,186 
230,213 84,988 
7,432 ss 
1,701 195 
200 200 
AS Ess 
239,546 85,868 
$(88,222) $ 4318 


Notes to Financial Statements @ 


1. Cash and Short Term Investments 

The corporation entered into an agreement during 1972 to 
acquire an interest in Wardair Canada Ltd. The completion 
of the transaction is subject to certain conditions including 
final approval by the Government of Canada. Cash and 
short term investments include $2,700,000 plus accrued 
interest held in escrow in connection with the agreement. 


2. Spare Parts, Materials and Supplies 


1973 1972 

($000) ($000) 

Spare Parts — cost 49,718 39,597 
Accumulated Obsolescence 18,120 18,002 
31,598 21,595 

Materials and Supplies — cost 4,761 4,088 
36,359 25,683 


The corporation provides for the obsolescence of 
aircraft spare parts, less their estimated residual value, 
by charges to operating expenses over the service life of 
the related aircraft fleet. 


3. Property and Equipment 


1973 1972 
($000) ($000) 
Cost 
Flight equipment and 
components 908,718 706,563 
Ground equipment and 
facilities 253,896 238,966 
1,162,614 945,529 
Accumulated depreciation and 
amortization 401,632 335,154 
760,982 610,375 
Progress payments 65,755 65,330 
826,737 675,705 


Depreciation and amortization is provided on a straight line 
basis and is based on the following estimated useful lives: 
Flight Equipment and 


Components 
Boeing 747 16 years 
Lockheed L1011 — owned 16 years 
— leased 15 years 
DC-8 14 years 
DC-9 12 years 


Viscount (Fully depreciated) 
Ground Equipment and Facilities 5 to 30 years 

During 1973 the corporation commenced leasing two 
L1011 aircraft, jointly with another airline, for a period of 
15 years. For accounting purposes these aircraft are 
treated as though they are owned. Lease obligations, ex- 
cluding the portion related to interest, have been included 
with long term debt. 


us 


4. Long Term Debt 


Canadian National Railway Co. 
and Government of Canada 
— Notes and debentures 
customarily renewed as they 
mature 

Demand notes —- 3.5% 

6 months revolving notes — 

3.9% -7.1% 

Notes and debentures: 
Maturity Date Interest Rate 


% 
Tot3 3.9-—7.4 
1976 Se 
1977 5.2 — 6.6 
1978 6:5 7.0 
SIA 5.6 — 6.4 
1980 ON ie 
1980 6.8 
1981 4.2-7.6 
1981 6 
1985 5.9 
1987 5:2 


*Payable in U.S. Funds. 


5V2% Notes Payable in Pounds 
Sterling in semi-annual pay- 
ments of principal plus interest 
over 10 years to 1984 


6% Notes Payable in U.S. Funds 
in semi-annual payments of 
principal plus interest over 

10 years to 1984 


Aircraft lease obligation payable 
in U.S. Funds in equal semi- 
annual amounts over 15 years 
to 1987 (Note 3) 


Other Long Term Debt 


Less current portion of Long 
Term Debt 


Principal Amount 


1973 1972 
($000) ($000) 
27,000 27,000 

227,371 227,371 
_ 22,680 
33,342 33,342 
33,360 33,360 
22,680 = 
67,000 67,000 
75,000 75,000 
15,000* 15,000* 
6,500 6,500 
39,783* 39,783* 
17,497 17,497 
67,069 67,069 
29,703 9,040 
14,362 = 
17,234 - 
2,769 - 
695,670 640,642 
4,675 528 
690,995 640,114 


Long Term Debt payable in foreign currencies has been 
converted at the exchange rates prevailing at the dates 
of issue. Based on exchange rates at December 31, 1973, 
the principal amounts would be lower by approximately 


$5,420,000. 


5. Commitments 
Commitments for the acquisition of 12 aircraft and related 
spare engines at December 31, 1973, after deducting prog- 
ress payments, amounted to approximately $120,000,000. 
Subsequent to December 31, 1973, the corporation com- 
mitted to purchase an additional Boeing 747 and six Boeing 
727’s at an approximate cost of $90,000,000. 

Anticipated delivery of aircraft is as follows: 


1974 1975 
Douglas DC-9 2 
Lockheed L1011 4 
Boeing 747 2 
Boeing 727 S) 6 


Commitments for ground facilities and equipment 
amounted to $13,000,000 at December 31, 1973. Subse- 
quently, the corporation committed to purchase additional 
ground facilities and equipment at a further cost of $25 
million. 

There is acommitment to a supplier to use 100,000 
hours of its services in each of the next two years; the cost 
of comparable services in 1973 was $1,700,000. 

Annual rental payments under long term facilities leases 
in effect at December 31, 1973 amount to $8,569,000. 


6. Pensions 

The corporation is retiring the unfunded liability of its 
pension plans by annual payments of $2,097,000 as re- 
quired by the Pension Benefits Standards Act by charges 
to operations. The actuarially determined present value of 
these amounts is approximately $22,000,000. 


7. Comparative Figures 
Certain figures for the previous year have been reclassified 
to conform with the current year’s presentation. 
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Auditors’ Report @) 


To the Honorable 
The Minister of Transport 
Ottawa 


We have examined the balance sheet of Air Canada as at December 31, 1973 
and the statements of income and retained earnings and source and application 
of funds for the year then ended. Our examination included a general review 
of the accounting procedures and such tests of accounting records and other 
Supporting evidence as we considered necessary in the circumstances. 

In our opinion, these financial statements are properly drawn up so as to give 


a true and fair view of the state of affairs of the corporation at December 31, 1973, 


and the results of its operations and the source and application of its funds 
for the year then ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 

We further report that, in our opinion, proper books of account have been 
kept by the corporation and the transactions that have come under our notice 
have been within the powers of the corporation. 


lpn refed 


Chartered Accountants Chartered Accountants 


April 26, 1974 


aX Wand. WMS, | 


Ten-Year Statistical Review @) 


Financial ($000) 


Passenger Revenue* 
Operating Revenues 
Operating Expenses 
Operating Profit 

Net (Loss) Income 
Dividends 

Interest 
Shareholders’ Equity 
Notes and Debentures 
Total Assets 

Working Capital 
Operating Margin 
Return on Investment 


Operating 


Revenue Passengers Carried (000) 

Revenue Passenger Miles* (000) 

Available Seat Miles* (000) 

Passenger Load Factor* 

Yield per Revenue Passenger Mile* 

Freight Ton Miles* (000) 

Total Revenue Ton Miles (000) 

Total Available Ton Miles (000) 

All-Up Weight Load Factor 

Yield per Revenue Ton Mile 

Operating Expense per Revenue Ton Mile 

Operating Profit per Revenue Ton Mile 

Operating Expense per Available Ton Mile 

Average Aircraft Stage Length (miles) 

Average Aircraft Capacity (tons) 

Average Aircraft Utilization per Day 
(Revenue Block Hours) * * 

Available Ton Miles per Employee 

Available Ton Miles per Revenue Block Hour** 

Personnel at Year End 


*Scheduled services only 
**Engines on to engines off 
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1973 


568,939 
698,050 
651,657 
46,393 
6,123 
200 
39,949 
53,522 
690,995 
995,893 


(61,157) 


6.7% 
5.8% 


10,054 
9,600,971 
14,399,100 
67% 
5.93¢ 
245,227 
1,349,491 
2,599,175 
52% 
51.73¢ 
48.29¢ 
3.44¢ 
25.07¢ 
569 

22.90 


8:05 
133,243 
8,406 
20,567 


O72 


473,400 
583 262 
ie Take) 
45,492 
8,648 
200 
S247 F 
47,599 
640,114 
834 251 
PAV ais) 
TROIS 
Sey 


8,359 
7,901,378 
12,169,049 
65% 
5.99¢ 
220,024 
e411 059 
2,210,204 
52% 
SIPI2¢ 
47.13¢ 
3.99¢ 
24.28¢ 
65s 
21.64 


7:56 
124,221 
7,773 
18,232 


oe 


410,407 
508 341 
480,085 
28,256 
1,662 
200 

SH eeu 
SoRiad 
631,602 
800,020 
PER Tee 
5.6% 
46% 


7,436 
6,426 830 
NeLODL6 tis 
55% 
6.39¢ 
201,493 
957,283 
PD NEPEAN) 
45% 
53.10¢ 
50.15¢ 
2.95¢ 
22.62¢ 
546 
20.85 


W221 
hed 
7,376 
17,266 


1970 


387,486 
478,259 
457,396 
20,863 
(1,072) 
200 
31,920 
37,689 
547,602 
707,900 
(852) 
4.4% 
4.5% 


7,464 
6,427,811 
te 2Osee Os 
bf 
6.03¢ 
184,782 
946,241 
2,093,005 
46% 
50.54¢ 
48.34¢ 
2.20¢ 
2221 
543 

19.09 


par 29 
1GanG 
6,826 
17,447 


1969 


SEV TATE 
404,652 
386,188 
18,464 
1,548 
200 
25,246 
S225 
467,602 
594,912 
10,503 
46% 
4.8% 


6,563 
5,740,299 
10,058,407 
57% 
5.80¢ 
148,201 
788,528 
1,663,262 
A7T% 
91.32¢ 
48.98¢ 
2.34¢ 
23.22¢ 
514 
Weal) 


8:00 
96,026 
S92 
17,138 


1968 


SZONOL 
387,628 
359,610 
28,018 
8,184 
200 
18,247 
24,614 
392,820 
508,391 
11-536 
CEE 
6.3% 


6,469 
5,616,011 
ON7i\ 6545 
58% 
5.84¢ 
122,916 
132,456 
125035770 
49% 
52.92¢ 
49.10¢ 
3.82¢ 
Zoe 
489 

15.30 


7:55 
89,558 
4,987 
16,656 


1967 


295; 500 
345,611 
329,731 
15,880 
Soe 
200 
USislore 
16,630 
302,820 
387,451 
16,560 
46% 
Dee 


6,393 
Di2Zlgooo 
8,054,458 

65% 

5 66¢ 

85.6535 
649,870 
Ieee te O04 
53% 
53.18¢ 
50.74¢ 
2.44¢ 
26.87¢ 
447 
14.13 


8:38 
17,996 
4333 
16,225 


1966 


PENCE SHETE 
289,943 
275,990 
13,953 
2,910 
200 
11,580 
3283 
235,820 
306,468 
27,616 
4.8% 
5.4% 


5,294 
4,193,212 
Oooo 
66% 
5.82¢ 
74,588 
534,522 
1,009,394 
5396 
54.24¢ 
51636 
2.61¢ 
2/7.34¢ 
422 

14.59 


7:59 
73,582 
4,420 
i Rclon| 


1965 


209,926 
250,126 
237,401 
W271 25 
3,990 
200 
11,298 
LORS To 
ZO0-O20 
287,928 
Sie 39 
Delays 
6.1% 


AST 5S 
3,042,867 
5.458.263 

65% 

5.93¢ 

56,100 
444,139 
868,104 
DAG 
56.32¢ 
53.45¢ 
2.87¢ 
PETES Le tr 
398 
14.60 


7:06 
70,848 
4,308 
12,709 


1964 


177,092 
213,910 
ZOO 2K 
10383 
1,406 
150 
11,491 
6,783 
235,820 
275,361 
Stee 
4.9% 
5.2% 


4,189 
2,923,842 
4,642,431 
63% 
6.06¢ 
Aen f 
368,305 
714,866 
5296 
58.08¢ 
55.26¢ 
2.82¢ 
28.47¢ 
384 

13.55 


6:28 
61,441 
3,962 
11,670 


Air Canada Destinations 


@ Hamilton ( 
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